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Organization for Office Services * 


By I. O. Royse, Manager Office Production, 
Ralston Purina Company 


|e this era when business conditions and practices are rapidly changing, when 

new leaders are being developed and when every business enterprise is 
struggling not so much to make a profit but to break even and continue to 
exist, attention may be justly directed to overhead expense. 

It has been found that office expense including office administrative and 
clerical salaries, general office expense and stationery and supplies are from 
24 per cent to 61 per cent of the total overhead expense of a large business.” 
This brings us face to face with the office as a major source of expense and 
a focal point for thorough analysis to determine the best methods and organ- 
ization to produce results at the lowest cost. 

To help us think through our problems let us use an analogy with the 
automobile. The first machines had little more than an engine, body, chassis 
including wheels, and some fuel. The accessories were limited to an ignition 
system and brakes. The engine was crude and intermittent in its operation; 
the body was that of a buggy or somewhat improved; the chassis was frail 
and simple with large wheels steel tired ; the fuel was gasoline or kerosene of 
a fair quality. If we consider the major functions of a business in the early 
stages of the development of great industries, we find production was not 
steady or fully dependable; distribution was not fully developed; accounting 
was little more than simple bookkeeping; financing was essential but not 
organized ; and the office had not started to develop. 


1 Presented at the A.M A. Office Management Conference held at the Palmer House, Chicago, 
October 30, 1930. ; 

2 Hammermill Survey of Business Practice, Report III. 

The object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the . tion 
not stand sponsor for views expressed by authors in articles issued in or as its publ 
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The accessories of the automobile have been developed remarkably and 
include an ignition system which never misses; a speedometer which advises 
us when the motorcycle policeman may well be expected to appear with a 
ticket ; the brakes which bring us to an easy and safe stop when a collision 
seemed evident; bumpers which prevent damage to the radiator or body; 
fenders which keep the mud from flying ; lights which carry us through dark 
periods ; a horn which signals ; tires which carry us along smoothly ; a radiator 
which never boils; a starter which helps us get out of tight places ; a genera- 
tor, etc., etc. Likewise, we have in the office many groups which have be- 
come just as indispensable as the automobile accessories,—for example, the 
correspondence unit, the sales record units, the cost department, the informa- 
tion and reception clerks, the research and planning groups, the statistical 
section, the mailing department, the direct mail division, the filing depart- 
ment, etc., etc. These units which make up the office are the parts of the 
organization which link it together and help make the business a practical 
and effective working institution. 

If anyone of the main accessories to the car get out of adjustment or are 
missing, the driver may have difficulty. Likewise if the office departments 
do not function smoothly or do not perform the service expected the manage- 
ment is retarded in its progress and cannot make a showing with as much 


profit as it otherwise might. This condition has brought the office into promi- 
nence as a service function to the other major functions of the business and 
is causing our major executives to consider the office as worthy of close atten- 
tion and careful organization and direction. 


The services rendered by the office groups are not by any means to be 
considered solely as assistance to the other functions, but in many cases the 
office services may supplement the other major functions. Office services 
may be developed to serve the consumer, the retail distributor, the wholesale 
distributor, the salesman, etc. 


In serving the consumer it may be necessary to have a correspondence 
unit to answer inquiries and inform him concerning the product. In our 
business wherein the one line of products is for feeding all the animals and 
poultry on the farm, experts on feeding, diseases, housing, breeding, etc., are 
necessarily required to answer the many thousands of questions that come to 
us. The customer is often interested in the service which we can give him 
through our mass buying facilities on feeding accessories. A similar service 
is required in connection with our checkerboard cereals. 

In serving the distributor, there comes the opportunity to handle corre- 
spondence and direct mail advertising helps to help him with his merchandis- 
ing plans, to suggest better handling of his business which involves credits, 
pricing, organization, personnel, etc. 

From these remarks it may be assumed that the purpose of office services 
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is not only to give clerical help but also technical help such as is not provided 
by the production, distribution, finance or accounting functions of the in- 
stitution. 

Offices, for our convenience, may be divided into three classes: 

a. Those which are too small to permit division into departments for 
handling specific operations. 

b. Those offices wherein the business requires a series of independ- 
ent departments, each organized to carry on a long list of services 
such as the commercial department of a public utility. 

c. Those large offices which are centralized and permit organization 
into specialized groups. 

This treatise deals with the last classification. The office work which we 
shall consider as office services is: 
Filing 
Typing 
Transcribing 
Corresponding when mostly routine 
Mailing, regular and direct mail advertising 
Stocking and distribution of supplies 
Handling orders 
Calculating 
Duplicating (Ditto, mimeograph, multigraph) 
Statistical compilation 
Maintenance 
General clerical service 
Medical, dental and first aid 
Research on methods, job analysis, os -out, form design, etc. 
Personnel 
Miscellaneous 


The size and nature of the business will affect very much the scope of 
activities of the service groups. For example, the need for a direct mail 
service department will be dependent upon the advertising policy of the com- 
pany. When a certain operation is segregated from the various departments 
in which it appears, it may be found that the sum total of all of that class 
of work will not justify the existence of a separate service department. In 
this case it is more economical to let that operation remain in its present 
location. 

There are frequently cases similar to the above where centralization is 
very profitable. An analysis made of “Customer Service” departments 
showed that different routines and methods existed for handling the same 
kind of work. At certain times of the year one department might be over- 
loaded with clerical work while the other departments in the group had a hard 


a. 
b. 
Cc. 
d. 
€. 
f. 
g. 
h. 
i. 
j. 
k. 
1. 
m. 
n. 
oO. 
p. 
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job keeping busy. This general clerical work was placed in one group under 
the general department manager, the methods standardized with the result 
that service was improved and there was a great reduction in expense. 

If a central department has been set up to take care of a certain operation 
it is undoubtedly profitable to have all possible work handled there. 

Even though it is possible to centralize most office services in specialized 
units, it may be desirable in many cases to do so. For example, it will not 
be desirable to have the filing unit handle confidential correspondence carried 
on by the president, or if reports pertaining to reorganization need to be 
typed for the executive committee, the typing department is usually not to be 
depended upon to keep the confidential and startling news secret. 

Some of the factors which determine the need for specialization or sep- 
arate service departments are: 


a. Amount of work of a certain operation such as typing. It certainly 
is not desirable to create a department if only a total of 10 or 15 
hours of the special work is being done each day by 5 or 6 secretaries. 

. Degree of specialization or amount of training required to do the 
work, ‘ 

. The type of help which is available in the departments requiring spe- 
cial service. For example, if it is found that several high salaried 
men are doing calculating operations or are tabulating certain data or 
are making maps, etc., and there is enough of the work to keep sev- 
eral clerks busy, it may be more economical to organize a clerical unit 
to do the work. 

. The working conditions may not be conducive to doing the special 
function. It may not be advisable to furnish the desired heat or 
quiet condition in the operating department which factors are needed 
for efficient production of the specialists. 

. The supervision in line departments may be inadequate. 

. Special supervision, even for a few clerks, may be more economical. 
The line executive and his assistants may be fully qualified for 
carrying on the major function but very poorly qualified to supervise, 
or even give general direction to the carrying on of a special operation. 


When certain work such as filing, typing, etc., is for good cause cen- 
tralized, these operations may with a degree of satisfaction be brought under 
operating standards by detailed job analysis, establishment of written routine, 
and scheduling of the work of the individual. Of course departmental super- 
vision as well as periodical staff checkup will be necessary to keep the stand- 
ards effective. Past production records cannot be considered adequate for 
comparison and as a basis for operating standards. 

It is difficult to establish functional responsibility for such items as 
travel expense, long distance telephone and telegraph charges, mailing costs 
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and office supplies but it can be done. The result will in all probability be a 
decided saving, especially if budgetary control over such items is established 
and special attention is given to the problems involved. Unless the ground 
work for centralized control of these items is carefully laid and the plan has 
the full sanction of the president or the executive committee, there will prob- 
ably be much disagreement and objection from certain of the executives. 
For example, one executive may feel expense of attending conventions is 
money wasted, while another feels it is worthwhile. 

Unless a clear cut company policy can be determined on the control of 
such items, it may be inadvisable to attempt functional control but let each 
line executive take the responsibility for such items in his departments. 

There is no reason to conclude that centralization of such work as typ- 
ing, filing, clerical service, etc., will increase expense or cause excess over- 
head. The result, if the centralized work is done by as many as 20 to 30 clerks 
in each department, should certainly result in an attractive saving over the 
decentralized plan. The advantage of the specialized group comes from close 
supervision, possible standardization, measurement, scheduling, incentives, 
development of a highly skilled group by careful selection, assignment and 
training, etc. Cases are on record wherein centralizing the secretarial activ- 
ities into a transcription department using business phonographs has reduced 
the original force by one-half, increased production considerably and released 
a very substantial amount of valuable floor space. 


Our experience has shown that the effect on overhead is greatly influ- 
enced by the type of supervisor available. A good supervisor should be able 
to control two or even three different service groups, performing different 
operations. This, together with the other savings resulting from centraliza- 
tion tends to decrease rather than increase overhead expense. 


To guard against excessive and unnecessary requests for office service, 
the following will help: 

. Have a definite understanding concerning the services offered. 

. Have service department heads clearly instructed concerning type 
work to accept. 

. Have a director of all office services. 

. Establish a cost system and charge the departments serviced for the 
work done. If there is a proper budget system this is usually very 
effective in eliminating useless requests. 

. Periodically check work done in the major function departments to 
determine the load carried by the employees in the departments. 

. Analyze and schedule the work in all departments and definitely 
establish that only certain specified work can be passed from each 
department to the service groups. 

. In cases of questionable jobs being assigned to service groups, the 
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work should clear through service director for analysis, decision and, 
if accepted, assignment. 

Supervision for service units should be centralized and by one person, 
It will be an exceptional organization that can have service units operate 
long, efficiently and harmoniously under two or more line executives. Theo- 
retically the executive in charge of service units should report to the general 
‘manager, president or a senior executive who is in general charge of the line 
executives who have departments requesting work from the service groups. 

The relationship between supervisors of specialized services and line 
officials should be one of cooperation. The line officials determine what work 
is to be done but in general the service supervisors determine how the work 
is to be done. 

The service offered by the Home Office can in only limited cases be 
directly utilized at branch offices. 

The control of printing, form design, and a few other services not de- 
pending upon immediate results may be handled through the home office unit, 
The most valuable benefit derived from home office service units is the in- 
formation coming from studies to determine the best method, standards, etc. 
For example, if a certain filing system is found best suited to the large files 
in the home office, the chances are that a similar but smaller system will be the 
desirable one for the branches. Conditions at the branch may make it inad- 
visable in some cases to follow to the letter standard practice instructions 
set-up in the home of office. 

The duplication of service facilities between the home office and a branch 
cannot always be avoided. In general, the closest of cooperation and control 
should exist if expensive duplications are to be avoided. There must be 
eternal vigilance from some central point to avoid this. 

It is easily possible to overcentralize services. There must be sufficient 
work of any one or similar operations to keep a good supervisor and a dozen 
or more people fully occupied and at the same time enough work must be left 
available in the line departments to keep all persons needed there reasonably 
busy. If a person in a line department does not have enough work to do 
without doing some work done by the centralized department then the work 
which might be sent to the central department should be done by the par- 
tially occupied person. If proper budgetary, cost or supervisory control does 
not exist there may be danger of line departments passing work to central 
specialized departments to reduce their own expenses or to avoid the trouble 
of caring for the work in the line department. In the well organized and con- 
trolled office there will be in existence the proper planning, scheduling, and 
control to determine very closely the conditions under which there should be 
specialized service departments and there will also be a continual check to 
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avoid abuses as well as encourage proper use of the units it is found advis- 
able to have. 

In closing it may be interesting to think for a moment about the advan- 
tages‘of a sane policy of central office service departments. 


a. 
b. 
c. 


Peak loads may be more easily handled. 

Supervision may be more adequate. 

Expert advice from highly trained supervisors is available concerning 
methods. 


. Higher production will usually come at a lower cost per unit of work. 


. Standards may be established and more easily enforced. 
. Convenience comes in many cases such as in finding correspondence. 


. Permits better rating of clerks and often better remuneration. 
. A higher grade and uniform work should on the average be turned 


out. 


i. Greater flexibility exists in rotating workers during vacation and 


sickness. 


j. There is usually a reduction in investment on account of less ma- 


chinery being used and decreased floor space, etc. 


. Output is often increased by possible economic use of machinery 


which would not otherwise be economical. 


. Service departments are often very good training departments to pro- 


vide highly efficient help for other departments. 


m. Etc. 


It appears there are some disadvantages to centralization which must be 
overcome in building successful service departments : 


I. 


Lack of knowledge of the purpose and use of the clerical work done 
may remove the interest or incentive for speed and accuracy from the 
service worker. 


. Work may be so involved and irregular that errors and explanations 


prohibit centralization. 


. An organization may be so constituted that each major function is 


separate from any other and access to records so desirable that cen- 
tralization is not practicable. 


. Interdepartmental service such as messenger service, must not lag in 


5. 


the face of the greater burden due to centralization. 
Extra forms or reports necessary to insure proper control of services 
rendered should be kept as simple as possible. 


In general, however, it appears that the functional principles laid down 
by engineers some decades ago in the factory are rapidly being accepted and 
applied in the modern office and the result is evident—the cost of clerical 
overhead will be reduced per manufacturing unit. 
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GENERAL MANAGEMENT 


Toward Economic Stablization 

The Chairman of the Imperial Chemical 
Industries, Ltd. touches upon the interna- 
tional aspects of such problems, vitally im- 
portant to stability, as balancing consump- 
tion and production, unemployment, free 
trade and empire economic unity. On the 
regulation of these basic factors, he con- 
cludes, the future stability of the world 
depends. By The Right Honorable Lord 
Melchett Executives Service Bulletin, Dec. 
1930, p. 2:2. 


Our Customers, the Soviets 

It is noted with satisfaction that there 
has been a substantial increase in trade 
between the United States and the Soviet 
Union during the past few years. But a 
great many of our American firms are 
somewhat dubious about starting connec- 
tions with the Soviet Union fearing that 
the trade will be short-lived. They are as- 
sured, however, that the economic condi- 
tion of Russia will not permit is now, nor 
in the future, to be entirely independent of 
foreign trade. Nor is this trade with its 
bright prospects one-sided, for there is such 
a thing as a Soviet-American Trade with 
a definite mutuality of interests. 

The absence of normal consular serv- 
ice between the two countries has a damp- 
ening effect upon the trade, which no doubt, 
could be carried out upon a flourishing 
basis. The head of the purchasing and 
sales agency in this country for virtually 
all import, export and industrial organiza- 
tions of the Soviet Union discusses the 
present and the all-important future status 
of trade with this country, explaining his 


position and pointing out certain definite 
obstacles standing in the path of normal 
trade relations. By Peter A. Bogdanov. 
World’s Work, December, 1930, p. 24:5. 


These Companies Have Pushed Straight 
Ahead! 

A list of companies, classified by groups, 
is given, which had an increased net in- 
come in the first nine months of 1930. 
Exceptional management and farsighted 
policies produced these figures. By Merryle 
Stanley Rukeyser. Forbes, Dec. 1, 1930, 
p. 13:4, 


Locatable Responsibility in Management 
In a private corporation, the general 
manager or president, as the case may be, 
does not adopt a policy but he may recom- 
mend a policy to the board of directors 
which legislates corporation policies. He 
may even undertake to persuade the board 
of directors to adopt the policy recom- 
mended by him. If he is wise, the gen- 
eral manager does his persuading by means 
of understandable evidence of accounting 
or statistical character which makes it 
easier for the board of directors to de- 
termine just what ought to be done. 

In American business corporations, there 
has been a very strong tendency toward 
adopting some of the structures of federal 
and state governments which to many of 
us are regarded as the points of weakness 
in this governmental jurisdiction. We re- 
fer particularly to the division of authority 
and checks and balances. This appears 
particularly in the tendency in many cor- 
porations to give the staff agencies such 
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as the accounting officers, office managers, 
managers of personnel departments, budget 
directors, and others, responsibility and 
authority which conflict with that of the 
line executives. The natural result is di- 
vision of responsibility and consequent 
alibis for not getting standard results. 
Among some corporations relief from the 
consequent damaging cross currents of au- 
thority is being found in the doctrine of 
facilitation which implies that all depart- 
ments, such as accounting, budgeting, office 
services, personnel, and industrial engineer- 
ing, are designed to make it easier for the 
line organization to accomplish results ef- 
fectively and to meet requirements. This 
doctrine assumes that such staff depart- 
ments do not exercise the function of con- 
trol in the sense of command but that their 
relationship to the line organization is that 
of analysis persuasion and education. 

The possibility of clearly locating respon- 
sibility through removing checks and bal- 
ances and cross currents of authority is 
the fundamental basis of the council-man- 
ager plan of government as it ought to be 
the fundamental basis of all sound cor- 
porate executive organization. By W. J. 
Donald. Public Management, Dec., 1930, 
p. 573:1. ‘ 


How We Budget Profits 

A budget plan, based on detailed analysis 
of previous years’ sales, by commodities 
and by territories, took the guess out of 
forecasts for the American Writing Paper 
Company and resulted in a definite program 
covering sales, production, raw materials, 
finished products—a plan which, by budget- 
ing profits, greatly stabilized operations 
during a hard year. By L. C. Reynolds. 
System, January, 1931, p. 28:2. 


Is a Planned World Economy 
Practicable? 

Can the principles of planning and con- 
trol, which of late years have been ap- 
plied with signal success to individual en- 
terprise, be made to operate on a world 
scale, to the end that human suffering 


and misery caused by poverty and unem- 
ployment will disappear? The present mal- 
adjustment, as everyone knows, is not con- 
fined to the United States. It is world- 
wide, especially in the industrialized coun- 
tries. Thorough-going planning on an in- 
ternal scale, meanwhile, is entering more 
and more into our concept of the future. 

The existing order in the United States, 
with its individual economic freedom, en- 
counters difficulties in the way of inte- 
grated planning that are non-existent in 
Russia, for example. The Soviet’s indus- 
trial dictators can determine what people 
shall be able to get by determining what 
shall be produced. For the present of 
course the Russian system of a planned 
national economy is antagonistic to our 
fundamental concepts. But the men who 
are seriously asking themselves whether 
we ought eventually to substitute national 
business planning for a complete individu- 
alism are not of a character: to be dis- 
missed by calling them socialists. It is 
among managers, who are at the same 
time the servants and masters of capital- 
ism, that planning is receiving its most 
important consideration. The “new chal- 
lenge to scientific management,” is truly 
terrifying. The establishment of a better 
world economy constitutes a long, long 
trail but there are today elements in the 
concept which make the millennium ap- 
pear closer than ever before. By C. W. 
Steffler. Commerce and Finance. Decem- 
ber 24, 1930, p. 2350:3. 


Reduced Car Fares for Christmas 
Shoppers 

An interesting experiment is the Mil- 
waukee Electric Railway & Light Com- 
pany’s plan of issuing, about five weeks 
before Christmas of this year, a weekly so- 
called “shopper’s pass” at 75 cents, en- 
titling the holder to any number of rides 
desired except between the hours of 5 and 
9 A.M. or 4 and 7 P.M. on week days. 
Its purpose was to give the shopper a 
chance to visit the stores as often as she 
wanted; it is also expected to level off the 
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jagged peaks and valleys in the railway 
company’s traffic load during the Christ- 
mas season by stimulating non-rush hour 
riding. Public Utilities Fortnightly, Dec. 
25, 1930, p. 830. 


To Stabilize Business 
The New England Council recommends, 
for the prevention of unemployment, that 
business enterprises should: 


1. Plan and budget sales, production 
and profits. 

2. Establish adequate standards of qual- 
ity, value and performance. 


3. Merchandise aggressively through 
sales analysis, improved product and ser- 
vice, development of new products and 
uses, consistent advertising, better dealer 
cooperation, export development, improved 
sales organization. 

4. Adopt or expand research activities 
into economic market and commercial fields, 

5. Improve employee morale by keep- 
ing workers informed of company condi- 
tions and by giving each employee pride 
in his work. 

6. Improve human relations within the 
organization. Marketing, Dec. 20, 1930, 
p. 306:1. 


FINANCIAL MANAGEMENT 


Financial Statement-Salesman 

Almost at the beginning of the present 
technical age of analysis the current ratio 
made its appearance as a measure of 
strength. Having devised and accepted 
this one ratio, the technicians promptly 
became non-creative and seemed con- 
tent to go on measuring statements by 
this one proportion. But the wily debtor 
recognized this tacit acceptance of such 
a standard and used it to his own ad- 
vantage through “window-dressing” man- 
ipulations. Since a ratio of two dollars 
of current assets for each dollar of current 
liabilities had become standard, the debtor 
set out to show this proportion on his an- 
nual statement exhibit. Quite frequently 
window-dressing operations are discovered 
by testing several proportions instead of 
relying upon a single proportion. It is 
quite common in the more completely de- 
veloped analysis to use seven or eight pro- 
portions as follows: The well known cur- 
rent ratio; the relationship between net 
worth and fixed assets; between net worth 
and debt; between sales and receivables; 
between sales and merchandise; between 
sales and fixed assets; and the ratio be- 
tween sales and net worth. When multiple 
ratios are used in testing, it becomes ex- 


ceedingly difficult to adjust the figures, 
either honestly or dishonestly, so that all 
proportions will maintain themselves at 
points generally acceptable. By Alexander 
Credit Monthly, November, 1930, 


Wall. 
p. 15:2. 


The American Money Market 

An account of the structure of the Amer- 
ican money market and of some of its gen- 
eral characteristics. The American money 
market is visualized as a central pool of 
money and credit which is connected by a 
pipe line now spanning a continent and 
reaching the large number of smaller pools 
constituting our local money markets within 
which geographical and other differences 
produce different natural rates of interest 
for business of a purely local character. 
Through these pipe lines money is pumped 
out from the central pool, or drawn back, 
as conditions may require, by the flow of 
currency and the movement of such forms 
of credit as have a common national char- 
acter and therefore allow nation-wide dis- 
tribution. Such forms of credit are enum- 
erated and the methods by which they are 
distributed are described. By Charles J. 
Bullock, Harvard Economic Society, 1930, 
12 pages. 
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Can a Manufacturer Get a Fair Price 
for His Products? 

Price cutting and competition go hand 
in hand. If competition did not exist, 
prices would be determined by the point 
at which the largest number of sales could 
be made at the greatest profit. Any de- 
crease in prices below this point is caused 
by competition. The problem can be 
stated, therefore, either as the effect of 
competition on prices, or as the price cut- 
ting problem. Price cutting appears mere- 
ly to indicate a greater intensity of com- 
petition. 

There is no cure-all for this problem. 
Specific conditions in different industries 
require specific treatment. On one point, 
however, all intelligent manufacturers 
agree:—An acquired knowledge of the 
facts pertaining to the industry ana the in- 
telligent interpretation of costs applied to 
both Sales and Production will go far 
to eliminate ignorant price cutting. By 
The Thompson & Lichtner Co., Inc. An- 
nual Meeting of the National Association 
of Manufacturers, October 15, 1929, p. 
15:20. 


Budgetary Control of Production 

A problem defined is two-thirds solved. 
In the construction of its budget C. G. 
Conn, Ltd. finds many of its problems com- 
pletely defined. The prompt, complete 
operating reports comparing actual sales 
with standards, and actual profit. with an- 
ticipated profit, justify its adoption. Such 
control of manufacturing operations, the 
General Manager of Manufacturing states, 
acts as a warning sign of danger and per- 
mits corrective action. He outlines this 
effective method for securing complete 
operating reports. By S. M. Woodward. 
Executives Service Bulletin, December, 
1930, p. 5:2. 


Security Loans and Banking Liquidity 

In a number of recent discussions of our 
banking situation, it has been asserted that 
American banks have become involved to 
an undesirable extent in non-commercial 
advances consisting of their investment 


holdings and collateral-secured loans. It 
is the purpose of this article to direct at- 
tention to certain statistical tests apprais- 
ing the present situation. The general 
banking situation, as shown by these statis- 
tical tests and supported by the comment 
upon related developments, is very liquid 
now, and decidedly so when compared with 
the years 1913-1923. By J. Franklin Eber- 
sole. Barron’s, December 1, 1930, p. 7:1. 


Cost Control System for a Thread 
Manufacturing Plant 

Accounting for cost in a textile mill en- 
gaged in the manufacture of thread is di- 
vided into two parts: 

1. The distribution of manufacturing 
expenses to departments or processes. 

2. The allocation of departmental ex- 
penses to counts or products. 

The distribution of manufacturing ex- 
pense to departments is comparatively sim- 
ple, and is done in accordance with regular 
accounting procedure. The finding of 
product costs, however, calls for a consider- 
able amount of analysis and, at least a 
superficial knowledge of manufacturing 
detail. The exact procedure is explained 
in this article. By George L. Dickinson, 
N. A. C. A. Bulletin, December Ist, 1930, 
Section 11, p. 606:4. 


Cost Analysis for Wholesale Operations 
with Special Reference to Whole- 
sale Druggists 
In view of the interest that has been 
developing in distribution costs during re- 
cent years, it is very significant to find 
that various distributing organizations are 
now beginning to analyze their costs and 
to take action in the way of developing po- 
licies that are based primarily on the cost 
cf information that they have collected. 
Wholesale druggists are by no means the 
only wholesalers who are giving attention 
to cost problems, but they are at present 
taking a very aggressive attitude toward 
the use of information in the actual con- 
duct of the business and in the re-shaping 
of policies in order partly to adjust them- 
selves in the changing economic conditions, 
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and in order more economically to operate 
their business. Principles of specific appli- 
cation of costs are presented in this article. 
Illustrative tables accompany the text. By 
H. J. Ostlund. N. A. C. A. Bulletin, De- 
cember 1, 1930, Section 1, p. 569:35. 


How To Use Business Indexes 


Four of the fundamental series fre- 
quently regarded as indicators of general 
business activity over the period of 1919 
and 1930 are shown in a chart accompany- 
ing this article. Their indications of busi- 
ness activity are very diverse. As to the 
current position of business, near the end 
of 1930, all four series show the decline 
which has occurred, but there the similarity 
of their indications ceases. Steel-ingot 
production indicates that business has gone 
back to the low of December, 1929, and 
is lower than at any time since the autumn 
of 1924. Bank debits indicate a level of 
business lower than at any other time 
since 1926, but higher than in 1924. Elec- 
tric-power production indicates that even 
with the present decline the average level 
of activity of 1929 is being maintained. 
Carloadings indicate a decline of business 
to as low a point as the bottom of the 
depression of 1924. 

The most important requirement in order 


Insurance 


Why Insure Building Foundations? 

Cases may occur in which insurance 
covering building foundations below the 
ground or lowest basement level is very 
important. An actual instance is cited to 
show the advisability of a careful analysis 
of the risk before eliminating this portion 
of the structure from the insurable value 
on the assumption that no damage is pos- 
sible. A company leased a six story build- 
ing with a basement nine feet below the 
level of the adjoining building’s lowest 
floor. During a fire in the adjoining build- 
ing, water collected in the basement and 
made its way through the soil beneath the 
party wall and came up in the lower base- 


to interpret any constructed index of busi- 
ness activity correctly, is to know exactly 
what phases of business activity the includ. 
ed factors represent and what phases they 
do not represent at all. The most profitable 
method of using business indexes is to use 
them selectively according to the phases 
of business activity which are important 
for a given case. By C. H. Welden, Jr. 
Barron's, December 29, 1930, p. 18:2. 


The Attack on Thrift 

The theory back of the attack on thrift 
which urges indiscriminate spending as a 
cure for depression is based on the falla- 
cious assumption that money put into sav- 
ings accounts goes out of circulation or is 
sterilized. American thrift follows two 
channels. In the first it takes the form of 
a corporate surplus consisting of undis- 
tributed earnings which are retained in the 
business. The second form of thrift, that 
which is the result of individual prudence, 
finds expression in increased savings ac- 
counts, building and loan association assets 
and new life insurance. Both of these 
forms of thrift the author maintains play 
a constructive role in retarding the ravages 
of depression and encouraging revival. By 
Joseph Stagg Lawrence. American Bankers 
Association Journal, Jan., 1931, p. 597:3. 


ment with sufficient force to break up 2 
large area of three-inch concrete flooring 
and flooded that level to a depth of nine 
feet. Naturally a considerable sum was 
required to repair the floor and subfounda- 
tion under the party wall. (See “Insur- 
ance with Security,” A. M. A. Financial 
Management Series, No. 33.) 

To insure against all hazards to which a 
business is subject would entail excessive 
expense. Consequently there must be a 
selection of risks to be carired by the owner 
and those to be shifted to specialized car- 
riers. Decisions will be regulated by the 
distribution of property in many units of 
risk, values involved, cost of insurance and 
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possible control of the hazards. By P. D. 
Betterley. System, December, 1930, p. 
490. 


Inland Marine Line Increasing 

A review of inland marine insurance 
written in 1930 indicates that the amount 
will reach fifty-five or sixty million, more 
than twice the premium volume in 1924. 
This increase is due partly to the develop- 
ment of inland marine departments in all 
of the fire companies. Starting with trans- 
portation, motor truck contents, parcel post, 
registered mail, personal effects, salesmen’s 
samples and jewelry and fine arts policies, 
coverage has been extended during the 
last year of the decade to include special 
floater policies on Neon signs, contractor’s 
equipment; also deferred payment merchan- 
dise, bailees’ liability for property while 
in the hands of laundries, cleaning estab- 
lishments and storage concerns. New 
modifications in transportation policies also 
extend applications to merchandise in the 
hands of processing plants and installation 
risks. Another reason for the increase in 
amount of inland marine insurance is the 
passage of state laws requiring motor truck 
operators to carry insurance for the pro- 
tection of the shipper. At the end of 1930, 
this requirement was in the statutes of not 
less than 32 states. By G. G. Quirk. Journal 
of Commerce, January 19, 1931. 


Employees Get Insurance 

A co-operative payment group insurance 
program, covering more than 700 employees 
has been adopted by Nestle’s Milk Prod- 
ucts, Inc., of New York. 

Each subscribing employee receives 
$1,000 life insurance. Beginning with his 
fifth year of service the amount will be 
increased $100 annually until a maximum 
of $2,000 is reached. The entire cost of 
the additional insurance will be borne by 
the employer, although the company and 
the employee share the cost of the initial 
amount. 

Total and permanent disability clause in 
the life policy provides that an employee 
who suffers complete disability before age 


60 shall receive the full amount of his life 
insurance, with interest, in equal monthly 
installments, 

A visiting nurse service maintained by 
the insurance company in 4,500 towns and 
cities in the United States and Canada is 
available to policy holders when sick or 
injured and under the care of a physician. 
A health advisory bureau distributes pam- 
phlets to them on life extension and hy- 
giene. 

More than 96 per cent of the eligible 
Nestle employees have availed themselves 
of the new insurance program. Confec- 
tioners Journal, December, 1930, p. 57. 


Joint-Company Unemployment 
Insurance Plan 

A description of the novel cooperative 
plan for guaranteeing employment and pay- 
ing unemployment benefits, financed en- 
tirely by the companies, put into effect Sep- 
tember 1, 1930, by the Sanitary Refrig- 
erator Co., Northern Casket Co., and De- 
mountable Typewriter Co. of Fond du 
Lac, Wis. The total number of employees 
of the three corporations in November, 
1930, was 378, this number being about 85 
per cent of the normal employment based 
upon a five-year average. The Payroll, 
January, 1931, p. 3:1. 


Unemployment Insurance Attacked 

Speaking before the Insurance Federa- 
tion of America, W. B. Bailey, Economist 
of the Travelers Insurance Company, gave 
several reasons why insurance companies 
should not undertake to write unemploy- 
ment insurance. It is held that the moral 
hazards would be incalculable, this being 
the only form of insurance which allows 
the assured to decide when he will collect 
indemnity. Accurate mathematical com- 
putation of rates would be impossible due 
to the fact that some industries are af- 
fected adversely by progress and predic- 
tion of cyclical depression is a very un- 
certain form of guesswork. The only form 
of insurance indorsed was that formulated 
by Professor Paul Douglas of the Uni- 
versity of Chicago who would set up a re- 
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serve fund established by workers under 
the direction of a joint board controlled 
by industry. The plan would evolve rates 
similar to those charged for workmen’s 


OFFICE MANAGEMENT 


compensation and would limit indemnity to 
15 weeks after two weeks of unemploy- 
ment. By R. H. Monaghan. The Spec- 
tator, December 11, 1930, p. 33:1. 


Space: Location, Equipment, Arrangement 


Two Elevators Put in One Shaft 

A new device, perfected by Westinghouse 
engineers, which is expected to result in 
considerable savings to owners of large 
office buildings was announced recently 
when details of a system which permits 
two elevator cars to use the same shaft 
were made public. One of these so-called 
“dual elevators” has already been installed 
in the Westinghouse building in East Pitts- 
burgh. ; 

The system calls for the operation of 
both local and express services in the same 
shaft and works this way: 


The upper car of the two is the express 


car. It starts from the street level and, 
running without stops to floor 11, serves 
the floors from that point to the top. It is 
entirely unrestricted as to its operation ex- 
cept that it is automatically prevented from 
running downward while the lower car is 
running upward. It can, however, be 
“inched” up or down by hand in case of an 
emergency. : 

As soon as the express car is out of its 
way the lower or local car, which has been 
waiting at a basement level, rises to the 
street level and then serves the lower ten 
floors. It, too, is unrestricted except in one 
respect—it cannot approach the upper car 


within a predetermined distance. Should 
the attempt be made to run the lower car 
up against the upper one it will be auto- 
matically slowed down and stopped at the 
proper point and held there until either its 
operator runs it downward or the upper 
car moves farther upward. 

Car operation is so timed that both cars 
will normally reach their upper limits of 
travel at about the same time, but if the 
express car arrives at its destination first, 
it is held there until the local car completes 
its run and starts downward. Journal of 
Commerce, January 15, 1931. 


Description of the Telecord 

To meet the demand for a device capable 
of recording both ends of a telephone con- 
versation, the Research Laboratory of the 
Dictaphone Corporation has developed the 
Telecord. It consists of a modified dic- 
tating machine with an electrical recorder 
instead of an acoustical recorder. In order 
to use the Telecord, the permission of the 
Telephone Company must be obtained, un- 
less, of course, the purchaser of the Tele- 
cord owns his own telephone lines. Prop- 
erly installed and properly cared for, the 
Telecord gives excellent results. Credit 
Monthly, December, 1930, p. 48:1. 


Organization: Job Analysis, Employment, Pay, Tests 


Planning and Installing Systems 
The procedure that is to be followed by 
a member of a Research and Revision De- 
partment to whom a job is assigned involv- 
ing the planning or revision of systems and 
the installation of new practices or revised 
methods is outlined in this article. The 


assignment should first be carefully de- 
scribed in order that the objective may be 
clearly defined. The planning process in 
such jobs usually consists principally of 
accumulating, examining, arranging, and 


recording ideas from various sources. 
After a plan is sufficiently formulated it 
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ought to be discussed with the executives or 
supervisors of the departments involved. 


The plan must then be modified according 


to their suggestions and objections. The 
next step is recommending the plan to a 
committee, or, perhaps, the Board of Di- 
rectors. Following its approval, the in- 
stallation of the plan begins. Preparatory 
work consists of picking and arranging per- 
sonnel for the installation, having forms 
printed and having all instructions written. 
It is then necessary to educate those em- 
ployees involved in the system as to how 
they are to operate and use the forms. 
This may be done in two ways, either by a 
general conference of all employees in- 
volved or through instruction of the su- 
pervisors alone. Whenever it is practicable 
to do so, personal assistance and guidance 
is essential during the first few weeks, or 
perhaps months, after a new system is made 
effective. If the theoretical plan is based 
on sound facts and careful reasoning the 
necessary adjustments will be only minor 
and will not materially change the plan. 
By W. Ingram Parke. N. A. C. A. Bul- 
letin, Dec. 15, 1930, 16 pages. 


The Office Manager at Work 

The report of students in the Office 
Management Class of the Peirce School of 
Business Administration on a study of what 
has been accomplished thus far in the field 
of Office Management. In the survey par- 
ticular attention was paid to the handling 
of sales, purchases, orders, advertising, 
credits and collection, filing and steno- 
graphic work. 

The major duties of the office manager 
were found to be the planning of the in- 
ternal organization and distribution of 
work; the selection of office employees 
(there being no personnel department, 
which was the case in the majority of 
offices surveyed) ; and the training of em- 
ployees, combined of course with the gen- 
eral supervision and management of the 
office as a unit. 

The internal organization of practically 
all offices was found to be essentially the 
same. Of course, there were no two offices 


identical in every respect, but the variations 
were usually rather small depending upon 
the size and type of the business. 

Office management in this survey assigns 
to the director of office duties and workers 
something more than the usual clerical 
function. He is revealed here as one who 
possesses a knowledge of every organized 
business process on both sides of an organi- 
zation—production and distribution. By 
William H. Evans. The Journal of Busi- 
ness Education, December 1930, p. 19:4. 


The American Council on Education 
Rating Scale: It’s Reliability, 
Validity, and Use 
1. The use of rating scales to develop a 
more scientific understanding of personality 
and character has a history of at least 

sixty years. 


2. Between 1869 and 1916 there appears 
to have been more retrogression than prog- 
ress in the understanding with which scales 
were constructed and used. 


3. Miner’s Scale, the Scott Company 
Scale, Freyd’s Graphic Scale all placed the 
development of the scale back on its orig- 
inal track. * 


4. The American Council Scale includes 
more of the accepted features and excludes 
more of the undesirable ones than others 
examined in this study. 

5. The reliabilities of this scale are as 
high as any previously studied intensively. 

6. Its validity coefficients are at least 
suggestive of its possible value in college 
personnel administration. 

7. It is of doubtful value for record un- 
less raters are trained, their variability 
studied, and the validity of ratings submit- 
ted to careful check in each situation where 
they are to be used. 

8. Further development of this and simi- 
lar scales would probably be best stimulated 
and directed if “habits” and “achievements” 
were still more frequently substituted for 
“traits,” if behaviorgrams were accumu- 
lated and evaluated, and if some coopera- 
tive provision for accumulating, tabulating 
and statistically evaluating many items from 
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many sources could be inaugurated; so as 
to give scales somewhat the same treat- 
ment as at present recognized as necessary 
for tests. By Francis Foster Bradshaw. 
Archives of Psychology, No. 119. 80 pages. 


What Employers Want in Letters 
Applying for Jobs 

The importance of writing a clear, in- 
formative letter would seem to be obvious, 
but judging by the large number of un- 
satisfactory applications by mail, too little 
attention is paid to this preliminary ap- 
proach to a prospective job. Too few real- 
ize the effect of a typewritten letter, cor- 
rectly spelled and giving necessary details 
in simple, clear language. A photograph 


often helps. In answering an advertise- 
ment, give only what it asks for—not a 


‘long story that will confuse and annoy the 


person sorting the replies. By John J. 
McCarthy. Printers’ Ink, Dec. 18, 1930, p. 
41 :3. 


This Plan Increased Production 144 
Per Cent—Reduced Costs 39.6 Per 
Cent—Saved $303,855 in Five 
Years 

A centralized transcribing division, a 
cash bonus plan, special measures taken in 
the selecting and training of operators, in- 
creased efficiency in using office equipment, 
accomplished this for Henry L. Doherty & 
Company. By C. A. Hermes. System, 
January, 1931, p. 32:2. 


Administration: Regulations, Supplies, Communications 


Employees’ Work Harmonized 

For future reference and the establish- 
ment of usage and practice, a more perma- 
nent form of instruction is required than 
oral instruction of staff by bank executives. 
One large bank has found that an official 
bulletin system results in unified endeavor 
on the part of all employees. The plan in 
brief is as follows: 1. The conclusions of 
staff, board, departmental or officer con- 
ferences are put into writing and distributed 
as official bulletins. 2. These are filed in 
a ring binder on the desk of every officer 
and employee. 3. The books are indexed; 
this index is corrected every time a new 
bulletin is filed. 4. Every employee is held 
accountable for his work on the basis of 
these written instructions. 5. Increased 
loyalty and improved interest in the success 
of the bank results in uniform treatment of 


all customers. By C. A. Chapman. The 
Bankers Monthly, January, 1931, p. 17:2. 


We Cut Order Handling Costs $260 a 
Month 

The Coleman Lamp and Stove Company 
in analyzing the handling of orders found 
that each individual invoice, whether for 
$5 or $1,000 was passing through sixteen 
actual operations; at least half of these 
orders covered small repair items from a 
few cents to a few dollars. A new method 
designated as a “Small Account Billing 
System” and described here greatly sim- 
plified the procedure. The monthly savings 
realized are distributed over tag writing, 
final billing, bookkeeping and collections, 
filing and supplies. By L. F. Rosenberger. 
System, January, 1931, p. 33:1. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Suggestions, 


Vacations, Stock Ownership 


Measuring Office-Machine Output as 
a Basis for Wage Incentives 
The author describes the procedure to 
employ in installing sound standards for 
office-machine work. After elimination: of 


the unnecessary operations which a study 
of process sheets reveals, the various jobs 
are analyzed and the units in which their 
elements are to be measured are deter- 
mined. He then takes up the determina- 
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tion of the value of the unit, the basis of 
payment and method of its calculation, the 
maintenance of standards set up, etc. An 
extensive appendix gives time allowances, 
rates, methods of bonus determination, and 
other data derived from various sources 


and covering a wide range of office-machine 
operations—addressing, typing, tabulating, 
duplicating, calculating, bookkeeping, etc., 
as well as a partial list of the A. M. A. 
publications on this subject. By John 
Mitchell. Transactions of the A. S. M. E., 
Sept.-Dec., 1930, p. 83:12. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


A Foreman’s Predicament After a 
Merger 

An analysis of the situation confronting 
a foreman whose company is to be merged 
with another and a consideration of the 
things he may do to place himself in the 
most strategic position to cope with the 
possibly changed conditions. The Fore- 
man and the Industrial Executive, January, 
1931, p. 31:1. 


Management of a Large Plant: How to 
Retain the Advantages of the Small 
Plant 


A Works Manager, Westinghouse Elec- 
tric and Manufacturing Company, says ex- 
perience shows that one man cannot 
efficiently supervise more than ten others. 


Each assistant should have definite duties 
and responsibilities in order to become a 
regular superintendent or foreman, A 
carefully planned organization with clearly 
defined duties for each position will ac- 
complish much. But the selection of proper 
men is of great importance. The success 
of a small concern depends almost entirely 
upon its personnel. As the organization 
grows its functioning consumes more time, 
and a large corporation must function 
through written instructions. A large 
plant has the advantage of quantity produc- 
tion and can also obtain the advantages of 
the small plant by careful attention to de- 
tails. The advantages usually considered 
as resulting from a small plant are quick 
action, low production cost of small quanti- 
ties, and close relationship of employee and 


employer. The paper discusses each of 
these advantages and outlines methods of 
obtaining them in large organizations. By 
A. B. Reynders. Transactions of the A. 
S. M. E., Sept.-Dec., 1930, p. 95:6. 


Modern Industrial Methods Used in 
Largest Office Building Job 

The Empire State Building, erected dur- 
ing the past year on the site of the old 
Waldorf Astoria Hotel in New York City, 
will be, when completed, America’s largest 
office building. In its construction, numer- 
ous innovations in materials handling have 
been successfully used. This building is 
officially reported to be two months ahead 
of schedule. Unofficially, it is known that 
the work is gratifyingly within guaranteed 
cost figures. If anything will awaken the 
building industry to the value of handling 
economically, surely this work should do 
it. This interesting story shows the par- 
ticular part played by changed handling 
methods in helping to secure this result. 
By George W. Wheat. Materials Handling 
and Distribution, January, 1931, p. 28:4. 


Management of the Small Manufactur- 
ing Plant: Its: Characteristics and 
Advantages 
Having ascertained by the four standards 
of comparison of size of plant that small 
plants greatly predominate the vice-presi- 
dent, Brillo Manufacturing Company, and 
president, Flakice Corporation, suggests 
two reasons for this large proportion: 
first, that constantly changing needs are 
being fulfilled by new products, requiring 
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plants in the pioneer and expansion phases 
of industrial life, which plants must be 
relatively small; and, second, the higher 
efficiency that small plants seem to possess. 

In order to arrive at a basis of measure- 
ment by which plants may be compared, 
their differences in each of their activities 
are evaluated in an approximate fashion, 
and these form a composite figure which 
has great influence on the plant’s chances 
of success. Although this factor has been 
quite generally understood, no name has 
yet been given to it; hence the name “de- 
gree of uniquity” is suggested, and the 


Plant: Location, Lighting, Heating, 


Better Factory Lighting 
A discussion of the relationship between 
well painted plants and profits Every in- 
telligent plant manager realizes the saving 


gained by increased efficiency per well 
lighted hour. The writer considers the 
comparative advantages of different ma- 
terials, the type of finish to select, etc. By 
C. Dan Youngs. Pacific Factory, Decem- 
ber, 1930, p. 13:3. 


How Color in the Factory Helped Sales 
and Advertising 

Painting machinery harmonizing colors 

led to product improvements that gave 

Arch Preserver Shoe salesmen and adver- 
tising some new talking points. 


The benefits of Color in Industry may 
be summed up as: 


Industrial Economics: Labor and 
Immigration 


A Survey of Unemployment Relief in 
Industry 


The purpose of this survey was to de- 
termine the extent to which individual in- 
dustries are attempting to meet the emerg- 
ency occasioned by unemployment and the 


methods they are using to this end. In- 
formation was gathered from a well diver- 
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effect of volume and other operating in- 
fluences on this factor are discussed. 

In discussing the personnel of a small 
plant relative versatility is stressed and 
also the tremendous advantage enjoyed by 
the small plant in having the higher in- 
centive of part ownership for the higher 
executives and the immediate and concrete 
interrelation between effort and resulting 
bonuses among the subordinate keymen, 
General organization, research, retaining of 
consultants, etc, are mentioned. By 
Crosby Field. Transactions of the A. S. 
M. E., September-December, 1930, p. 75:8. 


Ventilation 


1. Elimination of eye-strain. Color con- 
trasts the product against the machine, re- 
sulting in finer and more uniform work 
without unduly taxing the eyesight. 

2. Elimination of fatigue and nervous 
tension. 

3. Reduction of accident rate. 

4. Improved morale. Better attitude 
toward work. Better personal appearance. 

5. Increased production. 

As an illustration of the improved morale 
may be cited a spirited rivalry between 
various departments in the factory to have 
the best looking and cleanest equipment. 

From the advertising and sales view- 
points a feature of great value is the fav- 
orable impression created by the color idea 
upon visitors, many of whom, of course, 
are buyers. By A. F. Donovan. Printers’ 
Ink, Jan. 8, 1931, p. 57:2. 


Capital, Legislation, Wage Theory,. 


sified list of large and small corporations 
manufacturing in over 500 locations and 
employing in 1929 more than three-quarters 
of a million men. 

The information herewith reported was 
obtained in confidential and cooperative dis- 
cussion of employment conditions, and so 
seems to present a better basis for accept- 
ance than information which might have 
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been gathered by means of a printed ques- 
tionnaire. Prepared for the President’s 
Emergency Committee for Employment, 
December 15, 1930, 5 pages. 


Why We Went Back to Day Work 

The Vice-President of the Lehn and 
Fink Products Company says it is obvious 
that any sum considered earned under an 


incentive. system, plus the base rate, is fairly 


constant provided management performs its 


function correctly ; in that way a day rate 
is practically reached. Why not pay the 
extra earned sum plus the base rate as a 
day rate, and save the clerical cost? The 
machine sets the pace; the presence of the 
worker is necessary to maintain that pace; 
he knows that he has to keep up with 
every stroke of the machine, produce a 
certain number of units per day, be regu- 
lar in attendance, etc., to remain employed. 
Special provision can be made for those in- 
herently able to produce more than others. 
Mr. Gesell further discusses what is a 
fair high rate and an honest day’s work. 
By William H. Gesell. Industry, Decem- 
ber 6, 1930, p. 3:3. 


Five-day Week Adopted in Czech Shoe 
Factories 
Following the example set by Bata, other 
important Czechoslovak shoe manufacturers 
are planning to change over to the five-day 
week of 45 hours. The Popper, Busi and 
Munchengratzer shoe factories have all an- 
nounced their intention of adopting the new 
schedule.—U. S. Daily., Dec. 18, 1930. 
| 
Industry’s Efforts to Mitigate Unem- 
ployment 
A review of ‘the plans, both public and 
private, which have been advocated for 
Preventing distress from unemployment. 
It is obvious from the examples cited that 
management and employees of industry as 
well as public and private organizations 
are attacking the present unemployment 
emergency conditions vigorously and sym- 
pathetically. In assuming a prominent 
part in dealing with the unemployment 


situation, the employers of the country 
are not only giving substantial material 
assistance but also are encouraging the 
hope that the administration of relief will 
reach a higher plane than ever before. 
N. I. C. B. Service Letter, December 15, 
1930, p. 1:3. 


Unemployment As An International 
Problem 

There are three international problems 
which must be solved in connection with 
the present world-wide unemployment sit- 
uation. These are: the problem of tariffs; 
the problem of credits; and the problem of 
politics. Any obstacle which tends to hin- 
der the free flow of capital, labor, or 
goods affects world economic conditions 
unfavorably. Many countries have raised 
tariff barriers in the hope that this will 
improve business conditions within the 
countries. The net results have been only 
to intensify the depression. The credit 
aspects of the situation include: the prob- 
lem of war debts; the fact that Great 
Britain stabilized the pound at par value 
prematurely, increasing the cost of pro- 
duction by ten per cent with resulting 
hardship to the people of the country as 
a whole; the fact that France stabilized 
the franc much below its previous par 
value; and the fact that Germany wiped 
out a great deal of indebtedness by re- 
ducing the value of the mark to practically 
nothing, at the same time wiping out to a 
great extent the capital of the middle and 
upper classes. Depressed economic con- 
ditions tend to cause unrest among peo- 
ples. This, in turn causes political. up- 
rising. Political upsets such as the recent 
one in Germany and those in South Amer- 
ica unsettle business and thereby intensify 
the depression. 

There are certain causes within indus- 
try itself which have tended to increase 
unemployment. These include: the ration- 
alization of industry; the mechanization 
of industry with resulting technological 
unemployment; and mergers. 

Inasmuch as the causes of the present 
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world wide unemployment are international 
in nature the remedies must also be in- 
ternational. The International Labour Of- 
fice at Geneva, Switzerland, is undertaking 
to make a study of the world wide unem- 
ployment situation and to suggest, under 
the auspices of the League of Nations, 
the steps which ought to be taken to cure 


the situation if possible. An address de. 
livered by Harold Beresford Butler, C. B. 
Deputy Director, International Labour Of. 
fice (League of Nations) at Columbia 
University, under the auspices of the Ip. 
stitute of Arts and Sciences and of the 
Department of Social Science. December 
10, 1930. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


For Group Insurance, see Insurance Section. 


The Incentive Wage System As Applied 
to Materials Handling 

Substantial economies from scientific 
time study have been realized in the in- 
centive wage system which has been ap- 
plied to materials handling by the Westing- 
house Electric & Manufacturing Com- 
pany. The apparatus manufactured by the 
company varies from very small articles 
to pieces of some size. There are several 
methods of handling used. In the applica- 
tion of the incentive system to this work 
the same general scheme is followed that 
is used on a standard operation. 

The group plan of wage payment has 
been adopted. The group leader directs 
the activity. The workers under his di- 
rection follow his advice and the work is 
carried out to the best advantage. De- 
scriptions of the physical handling methods 
and of the method of calculating the earn- 
ings are given. By J. W. Reichenbach. 
Materials Handling & Distribution, Dec. 
1930, p. 17:3. 


Du Pont Announces 1931 Employee 
Stock Plan 

The 1931 stock investment plan has been 
announced by E. I. du Pont de Nemours 
& Co., offering its debenture stock to em- 
ployees at $117 a share. Subscriptions may 
be made on the monthly payment plan or 
they may be paid in full. Any employee 
of the parent company or its subsidiaries 
having one year or more of service and 
receiving not more than $6,000 a year is 


eligible to participate. Subscriptions may 
be made for stock at the subscription price 
to an amount not exceeding 20 per cent of 
the subscriber’s salary, but in no case to 
more. than ten shares. 

The company, the announcement ays, 
has two objects in view in offering the 
plan—“to secure a wider employee-owner- 
ship in the business and to encourage em- 
ployees in the accumulation of income- 
producing property.” 

Under the plan the company reserves 
the right to limit the subscriptions to 8,00 
shares. If there shall be an oversubscrip- 
tion, and if this right be exercised, sub- 
scriptions will be filled in ascending order 
of the subscribers’ rate of wages or salary. 
Journal of Commerce, Dec. 20, 1930. 


Loans Advanced to Idle Employees 
Under Relief Plan 

Loans advanced against future wages are 
paid weekly to regular workers, tem- 
porarily idle, under the unemployment re- 
lief plan of the International Harvester 
Company, Cyrus McCormick, vice-presi- 
dent of the company explained in a recent 
address. Whenever a regular Harvester 
man is in need of help because he is out 
of work or because his earnings have been 
severely reduced by part-time operations, 
the company lends him the money to carry 
him through. The amount of the loan 
varies with the needs of different indi- 
viduals, but it is at least sufficient to re 
lieve the hard-pressed organized charities 





THE MANAGEMENT INDEX 55 


of caring for him and his family. The 
loans are paid by weekly check exactly like 
wages. They are without interest. Bor- 
rowers are urged to find themselves jobs 


Employment: 


Keeping Workers in a Wilderness 

Kapuskasing, Ontario, was a prison camp 
in the World War because it was so in- 
accessible. When the Spruce Falls Power 
and Paper Company located there it had no 
convenient source of trained labor. It 
solved the problem by reducing its labor 
turnover to almost nothing. This article 
tells how. By Art Brown. Nation’s Busi- 
ness, January, 1931, p. 44:4. 


The Disagreeable Job 

The question of disagreeable jobs is 
analyzed and discussed. Some concerns 
have a high and costly labor turnover be- 
cause of the peculiarly annoying or dis- 
agreeable character of the work. It is 
not greatly annoying to some but others 
are too disturbed to remain long. This 
paper describes a technique for detecting 


Shop Methods: 


The Factory Manager Looks at Package 
Design 

A warning against designing packages 

without consulting the factory manager and 

often the chemist. Sometimes a design 


must be adapted to permit economical man- 
ufacture. Practical examples are given. 
by Francis Chilson. Modern Packaging, 
December, 1930, p. 53:3. 

The Principles and Technique of 
Analyzing Work Methods 


The writer defines the fundamental prin- 
ciples involved in the study and analysis 
of methods of doing work which Taylor 
and his associates designated by the simple 
expression “elementary time study,” and 
reviews the history and development of 


with other concerns, if possible, in the 
meantime. The company is confident that 
losses through failure to repay these loans 
will be small. U. S. Daily, Dec. 22, 1930. 


Classification, Selection, Tests, Turnover 


before employment those applicants who 
will not be bothered by the disagreeable 
features of the work. It selects such a 
feature and finds by statistical means eight 
other conditions that are highly correlated 
with it. That is, those who are not an- 
noyed by the first condition also tend to 
be unannoyed by the eight others, and con- 
versely, those who are greatly annoyed 
by the first are greatly annoyed by the 
others. With this point established, ap- 
plicants can be examined to find out how 
much they are annoyed by these other con- 
ditions. From this a prediction is made as 
to how much they will be annoyed by the 
job. Other things being equal, those found 
to be unannoyed by the job, so disagree- 
able to other people, will be selected as 
the safer risks. By O. Milton Hall. The 
Personnel Journal, Dec., 1930, p. 297 :8. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


methods-study technique, pointing out 
what appear, in some present practice, to 
be inconsistencies or violations of prin- 
ciple which may reduce its value and lead 
to difficulties. He indicates phases of 
methods study, and the utilization of the 
results, in which research work is needed. 
By King Hathaway. Bulletin of the Taylor 
Society, October, 1930, p. 210:35. 


Pipe Mills Install New Management 
Program 

The belief of iron and steel manufac- 
turers when approached upon industrial 
and management engineering, that “it 
won’t work in our business,” is gradually 
changing with the result that constructive 
work is now being done in and for those 
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industries. Page Hersey Tubes, Ltd., has 
enjoyed a successful growth and, to insure 
a steady future expansion, has turned to 
management engineering. A detailed sur- 
vey which covered equipment, plant lay- 
out, operations, methods, general routine. 
manpower, supervision, costs and distri- 
bution indicated that operations could be 
carried out much more profitably if cer- 
tain changes were made in the plant. The 


suggestions, in part, were a revision of the 
methods of processing pipe, a change in 
the manner of handling raw material and 
finished product, a redistribution of man- 
power in the plant and other specific items, 
A description of the various steps in this 
installation and of what each helped to do 
for Page Hersey Tubes, Ltd., is given, 
By M. L. Jacobs. Iron Age, Dec. 25, 1930, 
p. 1903:5. 


Labor Relations: Collective Bargaining, Employee Representation, Arbi- 


tration 


Workers’ Productive Associations in the 
United States in 1929 

The fifth in a series of articles on the 
cooperative movement in the U. S. in 1929 
says that the number of workers’ produc- 
tive societies in the United States has de- 
creased in recent years. At the time of 
the bureau’s cooperative study made in 
1925 there were 39 associations of this 
type. One association was organized later 
that same year, but so far as the bureau 
is aware, none has been formed since that 
time. On the other hand, 17 have gone 
out of business and 2 are no longer co- 
operative in any respect. Thus there are 
only 20 productive associations left. 


Various fields of industry have been 
entered, ‘from time to time, by workers’ 
cooperative enterprises. These include the 
manufacture of cigars, window glass, 
stoves, knit goods, cloth, shingles and lum- 
ber products, clothing (gloves, suits, 
shoes, hats), sanitary pottery, boxes, and 
bakery goods, the operation of coal 
mines, the canning of fish, laundry op- 
eration, etc. 

General characteristics of cooperative 
workshops, their geographical and indus- 
trial distribution, membershp employment 
and wage policies, capitalization, amount 
and division of profits, business methods 
and management are reviewed. Monthly 
Labor Review, December, 1930 p. 1321:8. 


MARKETING MANAGEMENT 


We've Been Overlooking Opportunity 
on Our Doorstep 

The president of the United Fruit Com- 
pany says that conversion of the peaks and 
troughs, which have marked the graph of 
American business, into a straight ascend- 
ing line can be accomplished by finding a 
market that can be steadily developed. 
Curiously enough, just such a market has 
been largely neglected, one which the ex- 
perience of his company has shown to be 
endowed with vast potentialities. He de- 
scribes conditions in several South Ameri- 
can communities, and mentions ways of 
stimulating consumer demand. By Victor 


M. Cutter. 
p. 34:6. 


Nation’s Business, Dec., 1930, 


Digging Tomorrow’s Profits Out of 
Today’s Depression 

Excessive sales pressure today bars the 
manufacturer from being considered a well- 
informed advisor. An honest unbiased and 
continuous advisory service by correspond- 
ence and field representatives is what the 
distributor needs most this year. The 
manufacturer who changes the form of 
his sales activities to investment in learning 
consumer trends, influencing consumers to 
purchase and keeping distributors posted is 
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now reaping just rewards. Some manu- 
facturers have relieved dealers of heavy 
stocks of overpriced lines. By Walter F. 
Wyman. Printers’ Ink, Nov. 27, 1930, p. 
6:4. 


How Manufacturers Are Selling Chains 
and Holding Goodwill of Independent 

Secret rebates and all underhand meth- 
ods must be eliminated and a definite dis- 
tribution policy maintained. Inside prices 
are apt to leak out. The R. M. Hollings- 
head Company decided to organize a sub- 
sidiary company and a new trade name 
for products sold through chains. Car- 
ried out consistently, all possibility of an- 
tagonizing the existing channels of dis- 
tribution was obviated. A test of the value 
of an attractive package made in a selected 
store substantiated its value. By M. M. 
Zimmerman. Printers’ Ink, Dec. 18, 1930, 
p. 49:6. 


Some Straight Facts About This Private 
Brand Issue 


A discussion of the phenomenon of the 
competition between the advertised and pri- 
vate brands made by the same manufac- 
turer, frequently being the same article. 
The cost of manufactured goods to the 
ccnsumer is going to be forced down, and 
largely by private brands. By I. Katz. 
Sales Management, Jan. 3, 1931, p. 17:3. 


What More Intensive Sales Analysis 
Did for Webb Coffee 


A sales control manual used by the 
Thomas J. Webb Company details up-to- 
the-minute information on maps and makes 
it possible to visualize the entire market 
in all its ramifications, and gives a block- 
by-block breakdown with all dealers listed 
and complete data covering 54 sales divi- 
sions into which the city was divided. It 
also gives the grade of neighborhoods in 
a section and the dominant native tongue 
spoken in that section by blocks. After 
a few months of operating this new terri- 
torial layout 12,000 outlets were developed 


_ detector. 


instead of 8,500. It became apparent that 
36 sales territories could be combined into 
26, making an approximate 30 per cent in- 
crease in number of calls made, at a 
saving of 15 per cent in sales expense and 
a more efficient coverage of territory. By 
Walter Mann. Sales Management, Jan. 
3, 1921, p. 12:3. 


“Build Your Merchandise UP to a 
Standard—Not DOWN to a 
Price” 

Luggage and trunks were inconvenient. 
The president of the Wheary Trunk Com- 
pany found 40 ways to improve them. 
They were unattractive. Mr. Wheary 
styled them. Dealers were not making any 


profit on the line, so Mr. Wheary showed 
them how to merchandise quality. Those 
are three of the reasons why Wheary 
sales volume for 1930 ran 42 per cent 
ahead of volume for 1929. By George H. 
Wheary. Sales Management, Dec. 27, 
1930, p. 498:4. 


Packaged Products 


The Snax Automatic Stores, Inc., have 
produced a new selective type vending ma- 
chine with a 100 per cent efficient slug 
The Model A Snax Store (il- 
lustrated) has 30 compartments of a size 
to hold 25 per cent of the items of mer- 
chandise offered for sale on the open count- 
ers of a five and ten cent store. A re- 
frigerated unit is about to be completed, 
and a wall case for use in stores, apart- 
ment houses, etc. is also in process. The 
latter are protected by the slug detector, 
are selective and have a change making 
mechanism. By. B. F. Hall. Modern 
Packaging, Dec., 1930, p. 52:2. 


Redesigning the Product to Fit a 
Potential Market 
Experience of the Miller Company in 
merchandising, shipping and storing port- 
able electric lamps. These were designed 
for distribution by chain stores. Inter- 
changeable parts played a large part in 
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the success of this product, obviating the 
usual expense of a change in style for both 
dealer and consumer. By Harry L. Harri- 
son. Printers’ Ink Monthly, January, 1931, 
p. 67:2. 


What Protection for Unpatentable 
Plans? 

Many disputes in business have been 
caused by the infringement of patents. For 
the most part, executives, whether manu- 
facturing or retailing, are on the alert to 
guard against this danger; but unpatent- 
able sales procedures—which our courts 
zealously protect—give rise to costly dis- 
putes, and when the trouble comes, it is 


often unforeseen. Several cases in point 
are cited and the following advice given 
to those who would keep out of trouble: 
1. Don’t graft your sales upon the service 
system of another concern. 2 Avoid re. 
placing parts as a business in competition 
with the maker of the original article. 3, 
Avoid making your goods interchangeable 
with another’s. 4. Avoid making supplies 
for another manufacturer’s machine that 
will fit only his machine. 5. Don’t imitate 
the appearance, style, color, dress, cata- 
logues, or methods of sale originated by a 
competitor. Develop your own. By H. A. 
Toulmin, Jr. System, January, 1931, p. 
26 :2. 


Sales Promotion: Letters, House Organs, Advertising. 


Corona Typewriter Gets an Idea from 
Grape-Nuts ; 

Following the theory that the product 
couldn’t be improved, so the package was 
dressed up, the Corona typewriter was put 
into a new general utility case looking 
like an overnight bag and advertised as 
such. This appealed to the current trend 
toward utility and economy and took ad- 
vantage of the holiday trade. By Charles 
G. Muller. Printers’ Ink, Dec. 18, 1930, 
p. 72:2. 


Bringing Back the Lost Customer 

Ways of reviving former accounts, many 
of which are lost through neglect, care- 
lessness, or officiousness on the part of 
some cub executive. One manufacturer di- 
vides his lost customers into two groups 
to which he applies (1) careful research 
(2) the little Bo-Peep method, having 
found that if some customers with a big 
grouch are left severely alone, they came 
back, bringing their orders behind them. 
Half the battle in winning back a lost 
customer is finding out why you lost him. 
Sometimes a series of letters works, and 
a call by an executive of the company 
with nothing to sell is very effective. 
Sometimes customers have to be educated 
in the matter of cash discounts. A sample 


letter from the service manager of a com- 
pany is given to which 26 per cent replies 
were received, reviving a large number of 
dead accounts. There are twice as many 
old customers driven away as are stolen 
by competitors. By Roy Dickinson. 
Printers’ Ink Monthly, January, 1931, p. 
29 :3. 


The Effect of Chain Store Advertising 
on National Brands 

A consideration of the data and statis- 
tics presented in this article on such or- 
ganizations as the Great Atlantic and Pa- 
cific Tea Company, James Butler, the J. C. 
Penney stores, United Drug Company, 
Thom McAn and the Kroger Grocery and 
Baking Company, can leave no doubt that 
Chains advertising lessens the sales effec- 
tiveness of the national advertisers’ argu- 


ment. By M. M. Zimmerman. Printers’ 
Ink, December 11, 1930, p. 68:6. 


Locating Dealer Weaknesses with an 
Audit System 

As a result of a plan inaugurated by 

the Caterpillar Tractor Company, one 

dealer increased sales 63 per cent, in spite 

of the fact that he was one of the com- 

pany’s largest and most successful dealers. 
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Other weak spots were discovered and 
eliminated. The audit which is made by 
district representatives consists of: (1) An 
inventory of all machines for which the 
dealer is in any way responsible, whether 
on hand, ordered from the factory, sold 
but not delivered, etc. (2) Sales analysis 


(3) Analysis of used equipment (4) An- 
alysis of past due accounts (5) Data on re- 
possessions. Blanks for these purposes are 
shown. Facts gathered in this way have 
proved of enormous value to every de- 
partment at the factory. By H. M. Hale. 
Printers’ Ink, Dec. 18, 1930, p. 83:4. 


Salesmen: Selection, Training, Compensation. 


Make Salesmen Out of Engineers—or 
Engineers Out of Salesmen? 


How one equipment manufacturer doubled 
his sales volume by employing process en- 
gineers instead of “salesmen.” By Louis 
H. Brendel. Printers’ Ink, Dec. 25, 1930, 
p. 98:2. 


Chester, of General Foods, Trains Sales 
Staff to Help Retailer 


In an effort to eliminate waste in distri- 
bution, improve retailers, and simplify their 
methods General Foods Corporation han- 
dles all its products through General Foods 
Sales Co., Inc. Each of the 700 salesmen 


operating in 26 districts now sells all of 
the company’s products. Territories have 
been realigned so that a man operates in 
a small area, including a definite and lim- 
ited number of present and potential cus- 
tomers. Salesmen undergo intensive train- 
ing, including study of all products, courses 
in retail management, merchandising, store 
lay-out, window-trimming. They offer 
constructive help in these matters to store- 
keepers in their districts. General Foods 
has increased public interest through stock 
ownership. There are 41,000 stockholders. 
In February, 1927, there were 1,783. The 
Business Week, December 31, 1930, p. 
11:2. 


Salesmanship 


Five Attributes of a Good Salesman 


There are five major qualifications which 
determine a good salesman, according to P. 
Wesley Combs, Sr., associate professor of 


Intensive Training for Salesmen That 
Leads to Intensive Selling 


The Vice-President of Intertype Cor- 
poration says that all salesmen who rep- 
resent manufacturers of an industrial pro- 
duct should have a practical first-hand 
knowledge of the methods used in making 


the product and describes how their sales- 
men are trained. Besides instruction in 
the actual mechanics of building the ma- 
chines, this educational course includes spe- 
cial conferences the most important of 
which are: 


1. Introduction to the president. A talk 
on the general policies of the corporation. 

2. “Modern sales methods and thoughts 
concerning present-day ethics in business,” 
presented by the vice-president in charge 
of sales. 

3. “Credit problems,” discussed by the 
vice-president in charge of credits. 

4. “Selling expense,” discussed by the 
comptroller. 

5. “History of our developments,” dis- 
cussed by the supervising engineer. 

6. “How the sales force can assist the 
manufacturing department,” discussed by 
the works manager. 

Only eight salesmen are trained in each 
group. By Alden T. Mann, Jr. Printers’ 
Ink, Dec. 4, 1930, p. 25:2. 


salesmanship at New York University: 
persistent orderliness, alert observation, 
fine articulation, constructive imagination, 
spontaneous resourcefulness. Marketing, 
Dec. 20, 1930, p. 314:1. 
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What Type of Manufacturers’ Salesmen 
Should Call on Chains? 


To conduct chain store business most 
profitably, the salesman or executive must 
be thoroughly versed in every phase of 
modern merchandising and understand that 


Retailing 


The First “Windowless” Store in the 
World 

The new Parker-Bridget Store which 
has been often referred to as the window- 
less store, is probably the first store in 
America covering a large floor area to be 
deliberately designed without conventional 
windows or transoms of any kind and to 
depend entirely upon “manufactured air” 
and “artificial daylight” in the course of its 
retailing operations. ‘ 

After six weeks’ operation it is said that 
the salespeople and office personnel are 
more alert and aggressive and do not in- 
dicate or express fatigue after a hard day’s 
work. Customers seem to linger in con- 
tentment, never for a moment oblivious of 
any mechanical operation. They take more 
time in making purchases and, as a result, a 
substantially larger average sale per per- 
son has been recorded. 

Merchandise is kept in a much cleaner 
condition, obviously because the store is 
literally dustproof and such air as is cir- 
culated is continually washed and cleansed 
from dust and smoke. It is estimated that 





























































The Voluntary Chains. Prepared by 
Editorial and Research Staff, American 
Institute of Food Distribution, Inc., 
under direction of V. H. Pelz, New 
York, 1930. 63 pages. 

Adjustment of Fire Losses. By Prentiss 
B. Reed. McGraw-Hill Book Co., 
New York, 1929. 429 pages. 

Raw Materials of Industrialism. By 

Hugh G. Killough and Lucy W. Kil- 

lough. Thomas Y. Crowell Co., New 

York, 1929. 407 pages. $3.75. 
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“resale” is what he is selling. The buyer 
wishes to feel that he is talking with a man 
who can say “yes” or “no.” The wasteful 
cost of mere “order taking” or missionary 
salesmen is considerable. By M. M. 
Zimmerman. Printers’ Ink, Jan. 1, 1931, 
p. 67 :6. 


thousands of dollars will be saved annually 
by the prevention of soiled, marked-down 
merchandise. By E. Paul Behles. Retail 
Ledger, Second November Issue, 1930. 


Ladies Like Black, Amos Parrish Finds 

In a nation wide Fashion Census just 
completed by leading newspapers and 
stores in 50 cities, the clothes that more 
than 750,000 women were wearing were 
counted and analyzed. American women 
wear the same types of fashions all over 
the states says Mr. Parrish. The most 
popular types of wearing apparel are given. 
Advertising & Selling, Dec. 24, 1930, p. 
46:1. 


We Catered to the Middle Class: We 
Failed 

The experience of A. J. Avedon, recently 
of Fifth Avenue, concludes that it is better 
to enter either the low-priced or the very 
exclusive fields, inasmuch as we are be- 
coming a nation of capitalists and laborers. 
Advertising & Selling, Dec. 24, 1930, p. 
56:1. 


State Income Taxes. Vol. I—Historical 
Development. National Industrial Con- 
ference Board, New York, 1930. 121 
pages. $2.00. 

Cost of Government in the United States 
1927-1928. National Industrial Con- 
ference Board, New York, 1930. 149 
pages. $3.00. 

Art in Industry. By Charles R. Richards. 

Macmillan,. New York, 1929 revised 

edition (illustrations have been added to 

the earlier edition). 499 pages. $2.50. 
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Advertising. An introduction to a Course 
in reading prepared by the American 
Library Association. By Earnest Elmo 
Calkins. American Library Association, 
Chicago, 1929. 30 pages. 35 cents. 

Trade Foundations Based on Producing 
Industries. A prevocational text-book 
by prevocationa! and vocational directors, 
instructors, and tradesmen. Manual 
Arts Press, Peoria, Ill., revised 1929. 
522 pages. 

Beating the Stock Market. By R. W. 
McNeel. Duffield & Co., New York, 
1927 (12th edition revised). 155 pages. 


Production Organization. By John D. 
Black and Albert G. Black. Henry Holt 
& Co., New York, 1929 (revised edition). 
646 pages. $3.75. 

The Market Data Book. (Containing a 
directory of industrial, trade and class 
publications.) By G. D. Crain, Jr., 537 
S. Dearborn Street, Chicago, 1930. 295 
pages. 

The Movement of Money and Real 
Earnings in the United States, 1926-28. 
By Paul H. Douglas and Florence Tye 
Jennison. University of Chicago Press, 
Chicago, 1930. 57 pages. $1.00. 
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Survey of Books for Executives 


The Control of Distribution Costs and 
Sales. By William B. Castenholz. 
Harper & Bros., New York, 1930. 194 
pages. $3.50. 

In his recent book “The Control of Dis- 
tribution Costs and Sales” Mr. W. B. 
Castenholz has defined a clear-cut concep- 
tion of the primary functions of a manu- 
facturing and selling enterprise and has 
outlined a procedure for measuring and 
controlling sales and their costs. This meth- 
od basically parallels plans of proven suc- 
cess in controlling manufacturing costs and 
opens a field for what Mr. Castenholz has 
defined as “industrial accounting.” 

The two primary functions of the manu- 
facturing business are: 

1. Production 
2. Distribution 

and all auxiliary services exist primarily 

for the benefit of one or both of these 

functions and should be so charged. 

Distribution in this case is used in the 
broad sense to include selling as well as 
the physical movement of goods from 
manufacturer to consumer. 

Mr. Castenholz outlines methods for de- 
termining the type of products that may 
find a real market and then approaches, 
analytically, the study of selling plans to 
effect such sales. Since the ultimate ob- 


ject of all commercial enterprise is the at- 
tainment of profit, the problem of distribu- 
tion is largely one of cost and all distribu- 
tion activities must be measured in terms 
of cost. Costs must be determined by prod- 
ucts and by sales districts and this requires 
the development of satisfactory methods of 
allocating expense. 

Analysis of distribution activities will 
point the way to budgetary control as a 
means of securing adequate return on in- 
vested capital. Budgetary control and its 
advantages are strongly stressed. 

The allocation of expenses that cannot be 
directly charged to specific products and 
districts receives careful and logical con- 
sideration. Three divisions of costs are 
outlined : 

1. Managerial 
2. Financial 
3. Selling 


Analysis must precede any attempt to ap- 
portion these expenses to various lines. 
This analysis should be made to determine 
the real facts and to formulate the plan 
by which future measurement and control 
are to be gained. 

Costs should be displayed departmentally 
for selling, financial and managerial divi- 
sions. In arriving at the bases for allocat- 
ing these costs the nature of the actual 








62 


functions involved is carefully studied and 
the cost of these is prorated on some meas- 
urable basis that exerts a predominant in- 
fluence on the cost entailed. For example, 
the cost of billing, customer accounting and 
credits and collections is prorated to prod- 
ducts on the basis of the relative number 
of customer accounts. 

Local and national advertising both re- 
ceive consideration not only for charges 
directly applicable to products and districts 
but also in those cases where space and ex- 
penses are jointly shared. The allocation 
of salesmen’s salaries and the cost of sales 
and general management are similarly dis- 
cussed and suggested allocation outlined. 

These points will serve to illustrate the 
underlying thought in approaching the 
problem of expense allocation which is com- 
prehensively considered in this work. There 
is no specific, unalterable formula; rather 
must each solution depend on the analysis 
of the particular business. 


With the determination of departmental 
and district costs as well as cost by prod- 
ucts, the foundation is laid for budgeting 
distribution activities. In this process, the 
first step is the correlation of normal pro- 
duction capacity with sales plans and pos- 
sibilities in order that balanced effort in 
production and sales may ensue. Follow- 
ing this, quotas by territories and sales- 
men must be set up and permissible costs 
determined, utilizing the results of analysis 
and expense allocation. Market research is 
a valuable aid in formulating these plans. 

Out of the information developed in these 
studies will be secured those facts that are 
essential in setting ‘up standards in distribu- 
tion costs and here again experience in 
applying standard costs to production is 
utilized in measuring distribution costs. 
Mr. Castenholz says, “Moreover if we use 
standard costs of distribution, instead of 
actual costs, we are enabled at all times to 
know through the variances between actual 
and standard costs, just how far we are 
falling short of the standards we have set.” 

The final chapter in this book is devoted 
to miscellaneous considerations, including 
branch-house selling, direct to consumer 
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selling, warehousing and retailers’ distriby. 
tion problems. 

This book can be read with profit by 
those who realize that distribution is in a 
state of flux, and that new methods must 
be devised to solve many of the complex 
situations in which we find ourselves today, 

T. M. McNiece, Analyst, 
Union Carbide and Carbon Corporation, 





Men and Machines. By Stuart Chase. 
Macmillan, New York, 1929. 354 pages. 
After tracing the evolution of the ma- 

chine age, the effect of the industrial revo- 
lution on workers and some of the phe- 
nomena of modern life the author pleads for 
an orientation of industry involving the 
social factors. Machines are to be kept 
only where they promote the common 
good and eliminated where they are direct- 
ly or indirectly harmful. Control of the 
monsters of our civilization will become 
no easier. 





Earnings of Women in Business and the 
Professions. By Margaret Elliott and 
Grace E. Manson. University of Michi- 
gan, School of Business Administration, 
Ann Arbor, 1930. 215 pages. $1.50. 
The National Federation of Business and 

Professional Women’s Clubs has been co- 
operating with the University of Michigan 
for the past three years in a careful occu- 
pational study of business and professional 
women throughout the country. This is 
the first of the three reports which will 
record the results of this study, based on 
an analysis of the 14,073 questionnaires an- 
swered in sufficient detail to be usable. 

A few of the conclusions drawn: 1. 
With few exceptions, women in business 
and the professions are not highly paid; 2. 
About three-fourths of the women are em- 
ployed in commercial, educational and 
manufacturing organizations; 3. The 
chances of high earnings are very much 
greater for women working in commercial 
and manufacturing organizations than for 
those employed in educational institutions, 
with women in sales and publicity work 
having a higher average than either of 
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these two; 4. Women who have been 
graduated from a college or university are 
earning more in every kind of work than 
women with less education; 5. The value 
of business or commercial college training, 
measured in earnings, seems to vary in- 
versely with the amount of previous educa- 
tion. 


The United Kingdom—An Industrial, 
Commercial, and Financial Handbook. 
By Hugh Butler, American Trade 
Commissioner and others. United 
States Bureau of Foreign and Do- 
mestic Commerce, Washington, D. C., 
1930. 953 pages. $1.75. 


The United States Department of Com- 
merce has long since won an established 
place as a research and trade promotion 
agency for American business. This 900- 
page Industrial, Commercial, and Financial 
Handbook of the United Kingdom is one 
more evidence of their ability. 

This report has many uses. Sales man- 
agers anxious to increase their foreign 
trade will find it worth reading from cover 
to cover. They will want a copy for con- 
stant reference. 

This is true whether or not the sales 
manager is distributing his product suc- 
cessfully in the United Kingdom. To any 
one interested in foreign trade it presents 
a remarkably complete picture of the com- 
parative strength of the United States and 
its most important world competitor. 

Practically every purchasing agent is 
buying imported materials like rubber or 
tin or wool or materials like cotton whose 
prices are dependent on world conditions. 
This Handbook is valuable because it helps 
him to understand England’s relation to 
the machinery of world commerce and 
world price making. 

Even the production executive will find 
sections worth perusing because of the side 
lights upon American employment ques- 
tions found in the condensed but thorough 
references to labor problems in the vari- 
ous industries and trades in the United 
Kingdom. 

The company president will be interested 


in the description of trade association or- 
ganization and in the analysis of market 
control devices. The retailer will find a 
summary of the position of the United 
Kingdom in: the production and export of 
consumers’ goods. 

The reasons why it may be approved so 
enthusiastically for use by American busi- 
ness men may be briefly summarized. Im- 
portant is the constructive attitude of the 
writers. Their discussion of the problems 
and opportunities of the United Kingdom 
is obviously built upon sincere respect for 
her achievements and belief in her future. 

This Handbook summarizes the con- 
clusions and suggestions of the Balfour 
and other investigating commissions set up 
by the British to help themselves to under- 
stand their own problems. Beside these re- 
ports are placed carefully written comment 
on the same problems by our competent 
trade representatives. This unusual ar- 
rangement of self-criticism and foreign 
criticism gives a breadth of view which 
constitutes its chief value. 

A final reason for considering this work 
of real importance is the assembly of use- 
ful statistical material. The incomplete 
British statistics of the pre-war period have 
been carefully set up as yardsticks of 
progress. Recent statistics are shown from 
unofficial as well as official sources. Fre- 
quent comparative tables are included, con- 
trasting the United States and the United 
Kingdom in production as well as in for- 
eign trade. 

It is useless to attempt to summarize the 
Handbook in a few words. In general, it 
may be said that the report indicates a 
far healthier fundamental position than has 
been assumed by many American observers. 
The successful readjustments, such as the 
development of the rayon industry and of 
the automobile industry, are given the 
prominence they apparently deserve. The 
fundamentally strong position of the 
United Kingdom with her Dominions is 
discussed in detail. Her commercial su- 
premacy in many raw material markets is 
not minimized. 

For the economist as well as the business 
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man this Handbook deserves to be con- 
sidered a rather remarkable work. The 
economist will be particualrly pleased with 
its attempt to report recent economic his- 
tory without undue bias. He will find the 
constant cross references between American 
and English business methods and social 
problems illuminating and worthwhile. 
E. G. Prowman, Director, 
Bureau of Business and Social Research, 
University of Denver. 





Investment Fundamentals. By Roger 
W. Babson. Harper & Bros, New 
York, 1930. 338 pages. $3.00. 


The book attempts to show how to build 
an estate out of savings by sound invest- 
ment of such savings. In effect it says 
that anyone earning a margin above actual 
necessities of life can, by wise investments 
oi that margin, become independent. 

That is the main social philosophy of the 
book. A secondary philosophy is that by 
wisely investing his funds, selling at times, 
buying at others, a man serves the public 
and at the same time profits most for him- 
self. 

It exploits the Babson plan cf invest- 
ment. This “Babson Plan” for the indi- 
vidual is (1) have a plan and stick to it, 
(2) accumulate savings consistently in a 
bank, (3) buy life insurance (4) then buy 
sound income securities, (5) then set aside 
a fund to buy stocks to sell when they 
are high, (6) buy stocks to hold. 

The Continuity of the Book is: 


1. Description of various means of in- 
vestment. The bank account, life insur- 
ance, bonds, stocks, real estate, mortgages. 
Investment trusts are described and coui- 
trasted. The Chapter on Investment 
Trusts is especially timely. There is also 
a chapter on “Living and Other Trusts,” 
which sets out some of the various causes 
for setting up such trusts and methods by 
which they may be set up. 

2. Sources of information and how to 
use them. This sets out the various finan- 
cial journals, surveys, year books, etc. 
Gives the “Tip” sheets and tipsters a 
knockout. Explains the various ratings of 
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bonds and stocks as used by Babson, Poor, 
Moody, and others. A large part of this 
section is given to explanation of balance 
sheets. Most of this section is an old story 
to the experienced investor, but the funda- 
mentals of it should be thoroughly grasped 
by any investor, no matter what his gen- 
eral plan of investment is. 

3. This section is entitled “A Continu- 
ous Working Plan for Your Money.” This 
is where the “Babson Chart Operations for 
Profit” is explained fully and illustrated, 
It contains an excellent chapter on budgets. 
With that out of the way we are told how 
to operate the investment fund. He breaks 
this into four parts: 

a. “Strictly investments”—operations for 
safety and income. 

b. “Gradual growth” operations in ex- 
panding industries. 

c. “Buy low—Sell high” operations. 

d. “Trading” operations. 

The meaning of each of these is fully 
gone into. Their co-relation and fitness 
for certain types of individuals. The plan 
and advice is conservative all the way 
through. Some of the illustrations of 
what “might have been” under the “Grad- 
ual Growth Operation—or Buy low, Sell 
high Operations” makes one dizzy, but the 
other side of the picture—i.e., what does 
actually happen to those who invest blindly, 
is equally vividly painted. 

4. There is a fourth section on “What 
every Investor Should Know,” in which 
is developed the philosophy of “Rewards 
for Service” by buying and selling at the 
right time. It stresses the value of credit, 
its proper use and protection, covers taxes 
of all kinds, property, income and inheri- 
tance. 

The chapter “Mechanics of Buying” in 
this section hits “margin” trading as ab- 
solutely unsound and unsafe for the in- 
vestor. Stresses need for diversification 
and necessity for keeping an eye on your 
investments as to their status individually 
and the industry as a whole in which they 
are placed. 


C. M. Frepericx, Treasurer, 
Retail Credit Company, Inc. 
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